AMENDED IN ASSEMBLY AUGUST 7, 2013
AMENDED IN SENATE MAY 13, 2013
AMENDED IN SENATE APRIL 16, 2013

SENATE BILL No. 28

Introduced by Senators Hernandez and Steinberg

December 3, 2012

An act to amend Section 100503 of the Government Code,te-amend
Sectiton12739:53-of —and to add Section 12712.5t6; to the Insurance
Code, and to amend Section 14011.6 of the Welfare and Institutions
Code, relating to health.

LEGISLATIVE COUNSEL’S DIGEST

SB 28, asamended, Hernandez. CaliforniaHealth Benefit Exchange.
(1) Existing law establishes the California Maor Risk Medica
Insurance Program (MRMIP), which is administered by the Managed
Risk Medical Insurance Board (MRMIB), to provide major risk medical
coverage to persons who, among other things, have been regjected for

coverage by at Ieast one prlvate health pIan—E*i-stmg—FaN—Fequﬁeﬁ

Under PPACA, each stateisrequired, by January 1, 2014, to establish
an American Health Benefit Exchange that makes available qualified
health plansto qualified individualsand small employers. Existing state
law establishes the California Health Benefit Exchange (Exchange)
within state government, specifies the powers and duties of the board
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governing the Exchange, and requiresthe board to facilitate the purchase
of qualified health plansthrough the Exchange by qualified individuals
and small employersby January 1, 2014. Existing law also requiresthe
board to undertake activities necessary to market and publicize the
availability of health care coverage and federal-subsidizes subsidies
through the Exchange and to undertake outreach and enrollment
activities.

This bill would require MRMIB to provide the Exchange, or its
designee, with specified information of subscribers and applicants of
MRM I P-andthetemperary-high+iskpeel in order to assist the Exchange
in conducting outreach to those subscribers and applicants.

The bill would require the board governing the Exchange to provide
a specified notice informing those subscribers and applicants that they
may be eligible for reduced-cost coverage through the Exchange or
no-cost coverage through Medi-Cal.

(2) Existing law provides for the Medi-Cal program, which is
administered by the State Department of Health Care Services, under
which qualified low-income individuals receive health care services.
The Medi-Cal program is, in part, governed and funded by federal
Medicaid Program provisions.

Existing law requires, to the extent that federal financial participation
isavailable, that the department implement an option provided for under
thefederal Social Security Act for aprogram for accelerated enrollment
of children into the Medi-Cal program. Existing law requires the
department to designate the single point of entry, as defined, as the
qualified entity for determining eligibility under these provisions.

Thishbill would, commencing October 1, 2013, require the department
to designate the Exchange and its agents, and specified county
departments as qualified entities for determining eligibility under the
above-mentioned provisions. The bill would also require the qualified
entity to grant accelerated enrollment if a complete eligibility
determination cannot be made based upon the receipt of an application
for achild at the time of theinitial application and the child is eligible
for accelerated enrollment.

Because the bill would require countiesto make additional Medi-Cal
eligibility determinations, the bill would impose a state-mandated |ocal
program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that reimbursement.
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This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement for those costs shall be made pursuant to these statutory
provisions.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the Sate of California do enact as follows:

SECTION 1. Section 100503 of the Government Code is
amended to read:

100503. In addition to meeting the minimum requirements of
Section 1311 of the federa act, the board shall do all of the
following:

() Determinethecriteriaand processfor digibility, enrollment,
and disenrollment of enrollees and potential enrollees in the
Exchange and coordinate that process with the state and local
government entities administering other heath care coverage
programs, including the State Department of Health Care Services,
the Managed Risk Medical Insurance Board, and California
counties, in order to ensure consistent eligibility and enrollment
processes and seaml ess transitions between coverage.

(b) Develop processes to coordinate with the county entities
that administer eligibility for the Medi-Cal program and the entity
that determines eligibility for the Healthy Families Program,
including, but not limited to, processes for case transfer, referral,
and enrollment in the Exchange of individuals applying for
assistance to those entities, if allowed or required by federal law.

(c) Determine the minimum requirements a carrier must meet
to be considered for participation in the Exchange, and the
standards and criteria for selecting qualified health plans to be
offered through the Exchange that are in the best interests of
qualified individuals and qualified small employers. The board
shall consistently and uniformly apply these requirements,
standards, and criteriato all carriers. In the course of selectively
contracting for health care coverage offered to qualified individual s
and qualified small employers through the Exchange, the board
shall seek to contract with carriers so as to provide health care
coverage choices that offer the optimal combination of choice,
value, quality, and service.
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(d) Provide, in each region of the state, a choice of qualified
health plans at each of the five levels of coverage contained in
subdivisions (d) and (e) of Section 1302 of the federal act.

(e) Require, as a condition of participation in the Exchange,
carriers to fairly and affirmatively offer, market, and sell in the
Exchange at least one product within each of the five levels of
coverage contained in subdivisions (d) and (e) of Section 1302 of
the federal act. The board may require carriers to offer additional
products within each of those five levels of coverage. This
subdivision shall not apply to a carrier that solely offers
supplemental coverage in the Exchange under paragraph (10) of
subdivision (@) of Section 100504.

() (1) Require, asacondition of participation in the Exchange,
carriersthat sell any products outside the Exchange to do both of
the following:

(A) Fairly and affirmatively offer, market, and sell al products
made available to individuals in the Exchange to individuals
purchasing coverage outside the Exchange.

(B) Fairly and affirmatively offer, market, and sell all products
made available to small employers in the Exchange to small
employers purchasing coverage outside the Exchange.

(2) For purposesof thissubdivision, “product” doesnot include
contracts entered into pursuant to Part 6.2 (commencing with
Section 12693) of Division 2 of the Insurance Code between the
Managed Risk Medical Insurance Board and carriers for enrolled
Healthy Families beneficiaries or contracts entered into pursuant
to Chapter 7 (commencing with Section 14000) of, or Chapter 8
(commencing with Section 14200) of, Part 3 of Division 9 of the
Welfare and Institutions Code between the State Department of
Health Care Services and carriers for enrolled Medi-Cal
beneficiaries.

(g) Determinewhen an enrollee’s coverage commences and the
extent and scope of coverage.

(h) Providefor the processing of applications and the enrollment
and disenrollment of enrollees.

(i) Determineand approve cost-sharing provisionsfor qualified
health plans.

() Establish uniform billing and payment policiesfor qualified
health plans offered in the Exchange to ensure consistent
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enrollment and disenrollment activitiesfor individuals enrolled in
the Exchange.

(k) (1) Undertake activities necessary to market and publicize
the availability of heath care coverage and federa subsidies
through the Exchange. The board shall also undertake outreach
and enrollment activities that seek to assist enrollees and potential
enrollees with enrolling and reenrolling in the Exchange in the
least burdensome manner, including populations that may
experience barriers to enrollment, such as the disabled and those
with limited English language proficiency.

she may be eligible for reduced-cost coverage through the
Exchange or no-cost coverage through Medi-Cal. The notice shall
include information on obtaining coverage pursuant to those
programs.

(1) Select and set performance standards and compensation for
navigators selected under subdivision (I) of Section 100502.

(m) Employ necessary staff.

(1) Theboard shal hireachief fiscal officer, achief operations
officer, a director for the SHOP Exchange, a director of Health
Plan Contracting, a chief technology and information officer, a
general counsel, and other key executive positions, as determined
by the board, who shall be exempt from civil service.

(2) (A) Theboard shall set the salariesfor the exempt positions
described in paragraph (1) and subdivision (i) of Section 100500
in amounts that are reasonably necessary to attract and retain
individuals of superior qualifications. The salaries shall be
published by the board in the board’s annual budget. The board’s
annual budget shall be posted on the Internet Web site of the
Exchange. To determine the compensation for these positions, the
board shall cause to be conducted, through the use of independent
outside-agvisers; advisers, salary surveysof both of thefollowing:

(i) Other state and federal health insurance exchanges that are
most comparable to the Exchange.

(if) Other relevant labor pools.

(B) The salaries established by the board under subparagraph
(A) shall not exceed the highest comparable salary for a position
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of that type, as determined by the surveys conducted pursuant to
subparagraph (A).

(C) The Department of Human Resources shall review the
methodology used in the surveys conducted pursuant to
subparagraph (A).

(3) Thepositionsdescribed in paragraph (1) and subdivision (i)
of Section 100500 shall not be subject to otherwise applicable
provisions of the Government Code or the Public Contract Code
and, for those purposes, the Exchange shall not be considered a
state agency or public entity.

(n) Assess a charge on the qualified health plans offered by
carriers that is reasonable and necessary to support the
development, operations, and prudent cash management of the
Exchange. This charge shall not affect the requirement under
Section 1301 of the federal act that carriers charge the same
premium rate for each qualified health plan whether offered inside
or outside the Exchange.

(o) Authorize expenditures, as necessary, from the California
Health Trust Fund to pay program expenses to administer the
Exchange.

(p) Keep an accurate accounting of all activities, receipts, and
expenditures, and annually submit to the United States Secretary
of Health and Human Servicesareport concerning that accounting.
Commencing January 1, 2016, the board shall conduct an annual
audit.

(@ (1) Annually prepareawritten report on theimplementation
and performance of the Exchange functions during the preceding
fiscal year, including, at a minimum, the manner in which funds
were expended and the progress toward, and the achievement of,
the requirements of this title. This report shall be transmitted to
the Legidature and the Governor and shall be made available to
the public on the Internet Web site of the Exchange. A report made
to the Legislature pursuant to this subdivision shall be submitted
pursuant to Section 9795.

(2) Inadditionto thereport described in paragraph (1), the board
shall be responsiveto requestsfor additional information from the
Legidature, including providing testimony and commenting on
proposed state legislation or policy issues. The Legislature finds
and declaresthat activitiesincluding, but not limited to, responding
to legidative or executive inquiries, tracking and commenting on
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legislation and regulatory activities, and preparing reports on the
implementation of thistitle and the performance of the Exchange,
are necessary state requirements and are distinct from the
promotion of legidlative or regulatory modificationsreferred toin
subdivision (d) of Section 100520.

() Maintain enrollment and expenditures to ensure that
expenditures do not exceed the amount of revenuein the fund, and
if sufficient revenueisnot availableto pay estimated expenditures,
institute appropriate measures to ensure fiscal solvency.

(s) Exercise al powers reasonably necessary to carry out and
comply with the duties, responsibilities, and requirements of this
act and the federal act.

(t) Consult with stakeholders relevant to carrying out the
activities under this title, including, but not limited to, al of the
following:

(1) Heath care consumers who are enrolled in health plans.

(2) Individuals and entities with experience in facilitating
enrollment in health plans.

(3) Representatives of small businesses and self-employed
individuals.

(4) The State Medi-Cal Director.

(5) Advocatesfor enrolling hard-to-reach populations.

(u) Facilitate the purchase of qualified headth plans in the
Exchange by qualified individuals and qualified small employers
no later than January 1, 2014.

(v) Report, or contract with an independent entity to report, to
the Legislature by December 1, 2018, on whether to adopt the
option in paragraph (3) of subdivision (c) of Section 1312 of the
federal act to merge the individual and small employer markets.
Initsreport, the board shall provide information, based on at |east
two years of data from the Exchange, on the potential impact on
rates paid by individuals and by small employers in a merged
individual and small employer market, as compared to the rates
paid by individuals and small employers if a separate individual
and small employer market is maintained. A report made pursuant
to this subdivision shall be submitted pursuant to Section 9795.

(w) With respect to the SHOP Program, collect premiums and
administer all other necessary and related tasks, including, but not
limited to, enrollment and plan payment, in order to make the
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offering of employee plan choice assimple aspossiblefor qualified
small employers.

(X) Requirecarriersparticipating inthe Exchangeto immediately
notify the Exchange, under the terms and conditions established
by the board when an individual is or will be enrolled in or
disenrolled from any qualified health plan offered by the carrier.

(y) Ensure that the Exchange provides oral interpretation
servicesin any language for individual s seeking coverage through
the Exchange and makes available a toll-free telephone number
for the hearing and speech impaired. The board shall ensure that
written information made available by the Exchange is presented
in a plainly worded, easily understandable format and made
availablein prevalent languages.

SEC. 2. Section 12712.5 is added to the Insurance Code, to
read:

12712.5. In order to assist the California Health Benefit
Exchange, established under Title 22 (commencing with Section
100500) of the Government Code, in conducting outreach to
program subscribers and applicants, the board shall provide the
Exchange, or its designee, with the names, addresses, email
addresses, telephone numbers, other contact information, and
written and spoken languages of program subscribers and
applicants.
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SEC. 3. Section 14011.6 of the Welfare and Institutions Code
isamended to read:

14011.6. (@) To the extent federal financia participation is
available, the department shall exercise the option provided in
Section 1920a of the federal Social Security Act (42 U.S.C. Sec.
1396r-1a) to implement a program for accelerated enrollment of
children.

(b) The department shall designate the single point of entry, as
defined in subdivision (c), as the qualified entity for determining
eligibility under this section.

(c) For purposes of this section, “single point of entry” means
the centralized processing entity that accepts and screens
applications for benefits under the Medi-Cal program for the
purpose of forwarding them to the appropriate counties.

(d) Commencing October 1, 2013, the department shall designate
the California Health Benefit Exchange, established under Title
22 (commencing with Section 100500) of the Government Code,
and itsagents and county human services departmentsasqualified
entitiesfor determining eligibility for accelerated enrollment under
this section.

(e) The department shall implement this section only if, and to
the extent that, federal financial participation is available.

(f) Thedepartment shall seek federal approval of any state plan
amendments necessary to implement this section. When federal
approval of the state plan amendment or amendmentsis received,
the department shall commence implementation of this section on
the first day of the second month following the month in which
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federal approval of the state plan amendment or amendments is
received, or on July 1, 2002, whichever is later.

(g) Notwithstanding Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code,
the department shall, without taking any regulatory action,
implement this section by means of all-county letters. Thereafter,
the department shall adopt regulations in accordance with the
requirements of Chapter 3.5 (commencing with Section 11340) of
Part 1 of Division 3 of Title 2 of the Government Code.

(h) Upon the receipt of an application for a child who has
coverage pursuant to the accel erated enrollment program, a county
shall determine whether the child iseligible for Medi-Cal benefits.
If the county determinesthat the child does not meet the eligibility
requirementsfor participationin the Medi-Cal program, the county
shall report thisfinding to the Medical Eligibility Data System so
that accelerated enrollment coverage benefits are discontinued.
The information to be reported shall consist of the minimum data
elements necessary to discontinuethat coveragefor thechild. This
subdivision shall become operative on July 1, 2002, or the date
that the program for accelerated enrollment coverage for children
takes effect, whichever islater.

(i) If acompletedigibility determination cannot be made based
upon the receipt of an application for a child at the time of the
initial application, the qualified entity shall grant accelerated
enrollment pursuant to this section to the child if he or she is
eligible for accelerated enrollment.

SECS:

SEC. 4. If the Commission on State Mandates determines that
this act contains costs mandated by the state, reimbursement to
local agencies and school districts for those costs shall be made
pursuant to Part 7 (commencing with Section 17500) of Division
4 of Title 2 of the Government Code.
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